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I. INTRODUCTION 



I. INTRODUCTION 



To introduce this study and acquaint the reader with its 
purpose, we provide the following heuristic. Consider the labor 
force in a given period as a queue of individuals rank-ordered by 
potential productivity. The first individual in line has the 
greatest potential productivity; the next has the second highest 
potential productivity; and so forth. Employers will fill a 
certain number of openings in that period and so they hire work- 
ers according to their position in the queue. 

When all the openings are filled, we can imagine a line is 
drawn and the individuals behind that lire remain unemployed. 
Policymakers (and labor economists) have noted that the individ- 
uals who tend to remain behind the line tend to belong to certain 
disadvantaged groups of the population and often require public 
income support. Policymakers instituted the Targeted Jobs Tax 
Credit ('ijTC) to attempt to influence the way employers choose 
workers from the queue so that rore members of the disadvantaged 
groups would be employed, in fact, the policymakers divided the 
labor force queue into two queues — eligible workers and ineligi- 
ble workers. We depict this transformation in figure l. 

In figure 1, the enploynent rate of the labor force is AB/AC 
and the unemployment rate is BC/AC. The employment rate of the 
targeted groups is A'B'/A'C' (unemployment is B'C'/A'C) and the 
employment rate of all workers ineligible for TJTC is A"B"/A"C". 
Clearly our employment policy goal should be to push the dividing 
line B as far leftward as possible. 1 without TJTC, the unem- 
ployment rate of the TJTC eligible labor force (B'C'/A'C) would 

^Actually, we want B to move toward the point where 
unemployment is a mininum without accelerating inflation. Th?s 
is called the non-accelerating inflation rate of unemployment 
(NAIRU) (see Baily and Tobin 1977) . See also our Employer 
Analysis report (Bishop and Hollenbeck 1986) . 




Labor Force Queue 



Not employed 



Employed 



C" B" A" 

Ineligible Labor Force Queue 



Not 




Employed 


Employed 



TJTC Eligible Labor Force 
Queue 



Figure 1. TJTC division of the labor force 
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be quite high. TJTC undoubtedly pushes B' to the left and fewer 
eligible workers will be unemployed. 2, 3 what effect does 

TJTC have on B"? 



L 



. A priori, the answer is unclear. If employers simply hire 

TJTC eligible workers instead of equally or better qualified 
ineligible workers, then B" will move to the right and substitu - 
tion occurs. TJTC eligible workers are being svibstituted for 
ineligible workers. ^ However, because laUaor costs are 
p'lbsidized, employers may expand employment and hire additional 
TJTC eligible and ineligible workers (after all, t'ae ineligible 
workers who were displaced by the TJTC certified workers were 
more productive by assumption) . Furthermore, the ineligible 
workers displaced by TJTC eligibles may reduce their asking wages 
and be hired by employers not using the program. Thus as shown 
in figure 2, there is a direct substitution effect of the program 
causing B« to move leftward and B" rightward (all other things 
equal) but there may also be an indirect employment effect which 
will presumably push B' further leftward and will exert a 
leftward push on B". Ultimately, both B' and B" may move to the 
left, i.e., TJTC may cause employment expansion for both eligible 
and ineligible workers. 



1 

i 
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2lt is not a foregone conclusion that B* will move to the left 
with the advent of TJTC. First of all, employers may not alter 
their hiring decisions, but rather, simply receive a subsidy for 
hiring individuals they would ha/e hired anyway (B* would remain 
the same) . Second, TJTC may stigmatize workers and make it more 
difficult for them to find employment (B* would move rightward). 
Our analysis of employer behavior (Bishop and Hollenbeck 1985) 
suggests that neither of these scenarios occur, but rather some 
workers do become employed who would not have, absent the 
program. 

rigorous analysis of the earnings and employment impact of 
TJTC on target yroup members is being undertaken in another task. 

4lt is conceivable that eligible and ineligible workers are 
complementary ifactors of production and not substitutes. For 
example, eligible workers may require more training and 
supervision, vhich may be provided by ineligible workers. 
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Tu our knowledge, Chrlstensen (1984) Is the only study that 
attempts to estimate the substitution and Indirect employment 
Impacts of TJTC. She found, that among dlsadvaxitaged youth, 
there Is evidence of a positive Indirect emplo^nnent effect and 
amc other youtn (ineligible) , the Indirect employment Is 
essbntlclly null. The data which Chrlstensen examined were 
collected In March 0,983 and she looked ^t two employment 
outcomes — (2) employed at the time of data collection in 1983 and 
(2) employed at all during the prior calendar year (1082). 

The current study replicates the Chrlstensen study using 
data from March 1984 but, in addition, it uses a model that is 
more robust. By pooling data from the earliest years of TJTC 
with the 1984 data, we are able to est. late program and indirect 
effects that more carefully control for business cycle or 
aggregate demand influences. Our methodology is described in the 
next section of this report. The analyses undert&Ken hinge, 
importantly on variables we have called TJTC penetration rates; 
so in Chapter 3 ve document how those rates were constructed. 
Chapter 4 presents the results of our analysis and the final 
chapter draws conclusions for policymakers. 



I. 
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II. METHODOLOGY 



The strategy used by Christensen (1984) and replicated here 
to estimate the substitution and indirect program effects is to 
regress various employment outcomes of individuals on indicators 
of TJTC activity in the state where the individuals reside while 
statistically controlling for individual characteristics, state 
economic/unemployment measures, and state Job Service activity. 
If the TJTC indicators are (conditionally) correlated with the 
likelihood of employment or hours worked or other employment 
outcomes, then we assume that TJTC was the cause and the 
coefficient can be translated into an estimate of substitution. 

The general theoretical model used in this study may be 
written as follows: 

(1) Yjkt - f (Xjt, EMPjct, TJTCjjct) 
where. 



Yjkt ■ employment outcome for individual j who resides in 
state k in time period t (e.g., employed or not, 
unemployed or not, employed in private sector or 
not, hours worked/week, wage rate, etc.) 

Xjt ■ vector of socioeconomic characteristics thought to 
influence employment of individual j in time 
period u (e.g., family income, family status, age, 
race, sex, education, etc.) 

EMP^t « vector of aggregate economic variables thought to 
influence employment in state k in time period t 
(e.g., average wage rates, employment growth, 
CETA/JTPA funding. Job Service activity, etc.) 

TTJCjkt ■ TJTC status of individual j in state k in time 
period t 

The model may be thought of as a standard equilibration of labor 
demand and supply with TJTC influencing the effective wage 
offered in the demand model. The Xjt variables generally 
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influence supply, whiie EMPi^t influences demand. TJTC is indexed 
by individual because of the targeted eligibility — some groups 
are eligible, others are not. It is indexed by state because 
different states administer the program differently. Some states 
voucher individuals sparingly, perhaps only on employer request. 
Others attempt to voucher a significant number of the eligible 
individuals who encoxxnter the syst i. 

We will attempt to use two strategies for estimating (1). 
The first strategy will be to use pooled cross-sectional data and 
include fixed time period and state of residence effects: 

(2) Yj]ct - ao + aiXjt + a2EMPxt + ^3 (PENlxt*MEMBjt) + 

a4(PENl2j^t * IDEMBjt) + as MEMBjt + ag PENlj^t + 
a7(PEN2xt * MEMBjt) + ^8 PEN2xt + ag DISADVjt + 
aioDSTATE^ + a^t + ©jkt 

where, 

Yjkt' Xjtr EMPkt " defined above 

PENlkt#PEN2kt - TJTC penetration rates in state k in time 

period t; PENl measures the target effen- 
tiveness** of voucher ing (ratio of vouchers 
to eligibles) while PEN2 measures the pene- 
tration of TJTC certifications into the low 
wage labor market 

MEMBjt ■ dummy variable set to 1 if individual j is a member 
of a target group in time t; 0 otherwise 

DISADVjt ■ dummy variable set to 1 if individual j is eco- 
nomically disadvantaged in time t; 0 otherwise. 

DSTATEk " dummy variable unique to each state with values 
ranging from 0 to 50 

®jkt " random error term 

a^, i«0,. . . ,11 ■ coefficient vectors. 

When the dependent variable is "employed/not employed", then 
the coefficients represent the marginal effect of the variable on 
the likelihood of employment. The coefficients on the TJTC 
penetration rates thus represent the effect that that program has 
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on the likelihood of employment. The TJTC penetration rates 
roughly measure the intensity of use/outreach by a state and so 
if TJTC is effective in stimulating employment, ve expect a 
positive correlation between 'Employment likelihood and penetra- 
tion rates. Specifically a3 and a4 represent the effect of 
vouchering. The intent of the program is to improve the job 
finding likelihood for target group members, but ve suggest that 
there may be decreasing returns to vouchering (the larger the 
share of individuals encountering the ES that are vouchered, the 
less likely the probzJDility of employment). In other words, ve 
hypothesize that for all target groups analyzed, as will be 
positive and a4 will be negative. The coefficient as might be 
interpreted as the eligibility effect of TJTC and will be 
positive if TJTC has typically altered employer behavior to favor 
job sr fcers who may be eligible for TJTC, irrespective of whether 
they have a voucher. On the other hand, it may be negative if 
the existence of TJTC is stigTtatizing. We have no priors on ag 
since it may be positive or negative deoending on whether 
vouchering alapiaceb noneligibles or creates employment* 

The coefficient on the certification penetration race 
interacted with target group membership av, represents a 
certification effect for target group members, while as 
represents a displacement effect, our hypothesis is that ay will 
be positive, while as may be positive or negative. 

From the empirical obsejnration that disadvantaged groups 
tend to have employment difficulty vis-a-vis other members of the 
labor force, our expectation is that the ag coefficients will be 
negative. The theoretical reason for this expectation lies in a 
likely statistical association between target group membership 
and lower achievement in education, and less prior work 
experience, or perhaps in discrimination or the part of employers 
(all factors that are not controlled in the Xjt vector) • T^e 
state level variables included in the model, EMP)tt# capture local 
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labor market characteristics— wage rate, unemployment rate, rate 
of growth of employment, JTPA/CETA program activity, and 
employment service activity. Except for the unemployment rate, 
all of these variables (lagged) are theorized to have a positive 
effect on employment likelihood. 5 unemployment rates should be 
negatively related to employment likelihood. 

We do not expect state level variables mentioned above to 
completely capture the influence of local characteristics on 
individuals* leU^or market outcomes. Unmeasured local labor 
market characteristics (e.g., effective community based organiza- 
tions or affirmative action programs) should influence individual 
workers* labor market outcomes, and may quite well be correlated 
with TJTC use and employment opportunities for disadvantaged 
youth. In order to control for tinobservable <;tate specific 
effects, state diunmies, DSTATE^, are introduced in the model. 
State specific effects are assumed to be constant over time but 
vary across states.^ The advantage of introducing state and 
time dummies is that they can absorb possible correlations be- 
tween observed explanatory variables and unobserved variables 
and the resulting coefficient estimates will be consistent. The 
data obtained from the observation periods wilt be pooled and 
the common slope coefficients ai,....,aii will be obtained. 

In model (2), it is assumed that the TJTC effects (as, a4, 
A?) and the marginal indirect employment effect (ag and ag) 
do not change over time. This assumption, however, may not be 



^The JTPA/CETA program activity variable will be measured by 
fund allocations which are, of course, dependent on the 
unemployment rate. This confounds the interpretation of the 
coefficient because part of the CETA/JTPA effect should be 
attributed to the xmemployment rate (lagged 2 periods.) 

^See Maddala (1981) and Mundlak (1961, 1978) for discussions of 
this type of model. 
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true and is subject to empirical testing. Our alternative 
estimation approach is to assume that these effects are different 
between 1979 and 1984. This assumption may be justified by the 
following fact: in 1979 the program had just started, half of 
J all certifications were of cooperative education students, and 

t two-thirds of the remaining certifications were retrospective. 

J The alternative model is written as follows: 

I Oy "Jfjlct - aot + aitXjkt + a2tEMPkt + a3t(PENlxt*MEMBjt) + 

a4t(PENl23^t*MEMBjt) + astMEMBjt + aetPENl^t + 
I a7t(PEN2t*MEMBjt) + a8tPEN2xt + agtDISADVjt + 

» aiotDSTATEjc + ejxt 

I 

[ Note that the coefficients for the TJTC effects and the indirect 

employment effects now have subscripts for time periods, if 

[ these coefficient estimates are significantly different over 

time; we have evidence that the marginal effects of TJTC have 
changed. 



In summary, for purposes of this paper, we can use equations 
(2) or (3) for three purposes. First of all, we want to test 
hypotheses about the coefficients on the TJTC-related variables. 
In particular, our hypotheses are as follows: 

. a3 >0 
. a4 <0 
. as ><0 
. ae ><0 
. a7 >o 
. as =^<o 
ag <0 

A second type of analysis is to accept the point estimates and 
calculate the difference in predicted outcomes for eligibles at 
the mean penetration rates from zero penetration and the same 
difference for noneligibles. These two calculations might be 
entitled program effects (the assumption is that the Xjt, EMPj^t, 

II-5 



ERIC 



19 



and disadvantagedness dummy appropriately control for selection) . 
These two program effects may be represented as follows: 




es 



PEHI , PEHJ PEN1-PEN2 « 0 



« (a3 + a6)PENl + aj PENl2 + (av + a8)PEN2 



Noneligibles 
(5) 



A 

Y 



X>EMP 



PENl, PEN2 



X,EMP 

PEN1=PEN2*0 



« aePENl + a8PEN2 



Finally, we can use equation (2) to estimate the total 
magnitude of jobs created and employment displacement in the 
population by integrating the total differential of (2) with 
respect to PENl from 0 to its mean and multiplying by the total 
population. That integral is as follows: 



PENl ^PENl 



" t (^3 Sm + ae + avk + as k) "Pllll + 84 PEJli ] * POP 
where Sm= share of total population that are target group members 
k = ^PEN2 , a constant equal to PENZ/PEITT, by assumption 



In the next chapter, we examine the construction of the 
penetration rate variables and then chapter IV provides the 
estimated program effects and net employment generation. 




iY dY POP (asMEMB + 2a4MEMB*PENl + ae + 




avkMEM.^ + ask) dPENl * POP 



yPETTl 
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As described in the previous chapter, key assumptions 'under- 
lying the analyses are that TJTC penetration rates could be 
constructed accurately and could reflect the influence of the 
^ program on employment outcomes. The purpose of this chapter is 

to document the development of the penetration rates and to 
present a correlational analysis which indicates how alternative 
penetration rate constructs relate to each other. Alternative 
, empirical definitions of the penstration rate can be defended; 

but if the various alternatives are highly correlated, then the 
' estimate of the effects of TJTC on aggregate employment outcomes 

will be robust. If little correlation holds, then the employment 
impact estimates must be siibjected to sensitivity analyses. 

^ 1. CONSTRUCTION OF PENETRATION RATES 

Two types of penetration rates were developed. First of 
all, a target effectiveness-type statistic estimating the propor- 
tion of eligible individuals actually served by the program was 
p constructed. The numerator of this proportion could be a count 

of vouchers or certifications while the denominator would be a 
J count of eligibles. The ratio of vouchers to eligibles measures 

■ TJTC client outreach of the Employment service (ES) and other 

j vouchering agencies and the extent to which these entities issue 

i vouchers to their clients. The ratio of certifications to eligi- 

I Hes is determined by the vouchering ratio, the rate in which 

j vouchered individuals find employment, and propensity of firms to 

have the vouchered individuals they hire actually certified. 



r 



Under current law,*^ employers could claim a tfx credit for 
wages paid to new hires from any of the following nine target 
groups: 



^Up until December 31, 1985. 
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♦ Economically disadvantaged students age 16 to 19 who are 
in cooperative education programs; 

. Economically disadvantaged youth age 18 to 24; 

• Ex-convicts who are economically disadvantaged; 

. Vietnam-era veterans who are economically disadvantaged; 

. Handicapped persons referred irom vocational rehabilita- 
tion programs; 

. Recipients of general assistance payments; 

. Recipients of supplemental security income; 

. Participants in the Work Incentive (WIN) program and other 
recipients of Aid to Families with Dependent Children 
(AFDC) ; 

. Economically disadvantaged students age 16 or 17 newly 
hired for employment daring any 90-day period between May 
1 and September 15. 

Note that only 5 of the target groups require the criterion 
of being economically disadvantaged in determining eligibility. 
However, three of the other four target groups use recipiency of 
an income-tested income maintenance benefit as a criterion. 
Thus, only the handicapped target group may be classified as non- 
income-tested . 

For the economically disadvantaged groups, the definition 
used is that family income during the preceding six months (times 
2) must be less than 70 percent of the ••lower living standard" 
barbed on the lower family budget compiled by the Bureau of Labor 
Statistics, These standards vary by state and rural/urban resi- 
dence and have not been revised since 1981, 

Using an algorithm supplied to us by Christensen, we esti- 
mated the eligible population for the youth target group, the 
economically disadvantaged Vietnam-era veterans, and AFDC recipi- 
ents by state using the March Income Supplement to the Current 
Population Survey for 1979, 1980, and 1984, For the latter year, 
data on vouchers and certifications by target group by state were 
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available from the U.S. Employment Service Office of Planning and 
Review. In Exhibits III-l to III-3, the 1983 penetration rates 
for economically disadvantaged youth and Vietnam-era vets and 
AFDC recipients are presented using both vouchers and certifica- 
tions as numerators. 

Considerable variation across states in these penetration 
rates can be observed in the three tables. Nationally, the 
penetration rates for the youth target group , using vouchers, 
averaged about 9.7%. Examining individual states, it is observed 
that the lowest rates were approximately 3t in Colorado and 
Pennsylvania while the highest rates were around 30% in Maine, 
North Dakota, and Maryland. Few generalizations can be made 
between state characteristics and the voucher penetration rate. 
The variation across census divisions was modest, the ratio 
ranged from .0734 to .1426. The Western divisions tended to be 
lower than the rest of the country. The ratio of the penetration 
rate using certifications to the penetration rate using vouchers 
is identical to the certification rate, i.e., the share of vouch- 
ers that result in a certification. As shown in Exhibit III-l, 
the national certification rate for youth target group is 47.5%. 
But across the states, that percentage ranges from about 30% in 
Vermont, Indiana, and Ohio to almost 90% in Mississippi and 
Colorado. 

Exhibit III-2 arrays the penetration rate data for disadvan- 
taged Vietnam-era veterans. As a group, this population is less 
than a tenth the size of the youth target group. However, the 
TJTC outreach to these individuals seem g. eater. The average 
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EXHIBIT IIM(I) 
EaployMnt tnd Training Adalnl ttratlon 

BTimTEO B-IGIBLES, PRG6FV4H DATA ON VOUCHERS 
ANO CERTIFICATIONS, AND ESTI^TEO 1963 PENETRATION 
RATES FOR THE YOU-m TARGET 8R0UP 
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Current fbpuletlon Survey ueing elgorltta euppUed by the Congreeelonel Budgs^t Office. Does 
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bCelender yeer besls. Intsrpolstsd fro* progran dsts suppUsd by the U.S. Depertaent of Leber. 
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EXHIBIT III-2{1) 

E«ployMnt and Trtining Adnlnlatratlon 

rcDT?IJII?I^2.?-^®^°^^^ PROGRAM WTA ON VOUCHERS AND 
CERTIFiailONS, AND ESTimTEO PENETRATION WTES FOR THE 
VIETNAM-ERA VETERANS TARGET GROUP 
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ESTimTEO ELI6I8LES, R)06RAM DATA ON VOUCHERS AND 
CERTIFICATIONS* AND ESTimTEO 1883 PENETRATION RATES FOR THE 

AFDC TARGET GROUP 
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■Cilcndar yaur btaft. Wt1||t)ttd aatlBatc froa auccaadlns yatr'a fhrch Incone Supplaaent to tha 
Currant tbpulatlon Survay. 

iiCalandar yaar baala. Intarpolatad frai) prograa data auppllad by tha U.S. Dapartaant of Labor. 
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.li^ibl. Htf T <=°»i^«^l« statistical error in our 

.st!»l/or ' ' penetration rat. 

and Idaho. Low voucher panetration rates occur In Pennsvl^ani! 
oe a„„e ana Colorado, xhe overall certi.icati n rat™" I 
«a„s is lower than for youth-31.4» compared to 47.5%. Cer^m 

a"d trl'hth'": r r ^"--^ ^" Vir^mia „d "1 1 
and were highest in Mississippi, Louisiana, and Colorado. 

The 1983 penetration rates for the XFDC target grouo are 
shown in Exhibit II1-3. The natl=n.i ^ 
rat. i. i„=* national average voucher penetration 

rat. is Z" r"'"'' =«tlfictlon penetration 

«rUflc^tl! '"'^ "I'tionship sugg.sts that 

cartlflcatlons are .ore difficult to achieve for the AFDC tara.t 
sroup than .Ither the youth or veterans- target groups in 
..a..ning the voucher penetration rate coluj, sLstLua varia- 
allt'T' ^ ^o^' island tl 

District Of Columbia voucher more than 25% of ellgibl.s, while 

Minnesota, T.nn.ss.e, Mississippi, Maska .nrt u 

. , "^ev^i JuasKa, and Hawaii In addition 

to Rhode island voucher less than 3 percent. 

1u.t Z' ' administered TJTC 

rats t^M^ ' penetration 
rates, the higher the likelihood that the state "pushe." the 

liZlo .""^ "'^'"'^ "Native y 

high voucher penetration rates in all 3 exhibits, Colorado and 

rirr UkT.'°" '^'-^'^ alsl n 

-reas. the likelihood that the states are blanket voucherlng 

i.e. voucharlng a high number of ellgibl.s. Further evidence of 

cotnt. T r'"' """'^ "''^'""^ crtlfication rat. 
coincldantax with high voucher penetration rates. Vermont and 
Kentucky fit this description the best. Xhe opposite^lL^tra- 
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tive b«».havior would be manifested in low voucher rates and rela- 
tively high certification rates. Here the states are probably 
vouchering only in response to t^aployer requests. Colorado, 
Mississippi, and Louisiana fit this description. 

The second type of penetration rate in our analysis measures 
the degree to which certified workers entered the low-wage labor 
force. The difficulty in constructing this statistic cones in 
defining and measuring the low-wage labor force. Bishop (1984) 
used employment in the wholesale and retail trade and service 
industries as the denominator, because the largest share of 
certifications occur in these industries. However many occupa- 
tions in these industries cannot be classified as in the low-wage 
labor market. Furthermore alternative sources of data on employ- 
ment by industry exist. For the Current Population Survey, 
individuals report the industry in which they were primarily 
employed during the year. These data, particularly on a state 
level, are subject to reporting and sampling error. The Bureau 
of Labor Statistics also collects employment data from establish- 
ments. These data are less subject to sampling error, but they 
double count indi\ Lduals who hold multiple jobs, which may be a 
significant share of individuals in the TJTC target groups. 

An alternative measure of the low-wage labor market is 
employment in certain low-wage occupations— especially semi- 
skilled and unskilled service workers. The main source of occu- 
pational data is the Current Population Survey, so such data are 
also subject to the reporting and sampling errors discussed 
above. Yet another measure of the low-wage labor market would be 
labor force members from households in poverty— again measured in 
the Current Population Survey. 

In Exhibit III-4, we display two alternative state-by-state 
estimates of what might be entitled the youth low-wage labor 
market and corresponding labor market penetration rates (youth 
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certs divided by the youth labor market) • The first estimate 
includes youth (18-24) who are not enrolled in school and who are 
employed in ••low-wage industries*^ plus \anemployed youth not 
enrolled in school. The second coltimn provides youth in ••low- 
wage occupations^^ plus unemployed youth. The overall youth labor 
market penetration rate is approximately 2.5 - 3.0 percent. Our 
expectation is that displacement will be more likely in states 
with higher penetration rates like Georgia, Mississippi, and 
Louisiana where the ratio is over 7 percent (using the low-wage 
industry definition) . On the other hand, when the ratio is down 
around 1 percent as it is in Pennsylvania, Delaware, and Hawaii, 
it is unlikely what certifications are ••felt^' in the youth low- 
wage labor market. 

Under the argiiment that all TJTC target group members com- 
pete with each other and all other low wage workers, we have also 
constructed estimates of the total low-wage labor market under 
various conceptual definitions and correspondingly, total TJTC 
labor market penetration rates. These data for 1983 are dis- 
played in Exhibit III-5. The first column presents total employ- 
ment in low-wage industries as reported by employers to the 
Bureau of Labor Statistics (the ES 202 data) . The second and 
third columns are estimates of the low-wage labor market using 
adults in the labor force (employed or unemployed) who are not 
enrolled in school and reside in families where the total family 
income is less than 100%, 125% of poverty. Columns 4-6 of the 
table provide the penetration rates for each of these low-wage 
labor market concepts using total certifications as the nximera- 
tor. 
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EWIBIT 111-4(1) 
GiployMnt and Training Adilnl atratlon 

TWE Y0U7W LOI^WAGE LABOR MIHKET AND TJTC YOUIH FtNETRATlON BATES 



t 





11 J 


[2] 










Youth Eiployad 


Youth Giployod 




1983 






In LcNHfaga 


In Lov^Vogo 


Youth Labor 


Nirkit 


(%n«trat1on 


Ststa 


Xnduatrlaa or 


Oceupotlont or 




RotOB 


Unvployad 


Unviployod 


Youth Corto-».(1) 1 Youth Cirto-^-lEI 


ME 


36.087 


86,889 


•oaBS 




.0333 


NH 


30,112 


43,889 


•0204 




.0140 


VT 


25,177 


27,412 


•0928 




.0302 


IVI 


lBu,c37 


265,454 


•U3dD 




.0232 


III 


2B,086 


63,083 


.0266 




.0141 




71,220 


87,833 


.0164 




.0120 


NY 


513,371 


735,878 


.0410 




.0206 


Ml 


247,353 


316,505 


.0226 




.0104 


m 


444,SS4 


636,856 


.01 Of 




.0069 


ON 


415,»284 


816,911 


.0150 




.0121 


IN 


256,850 


313,863 


.0281 




.0214 


XL 


448,111 


616,389 


.0256 




.0224 


NX 


387,077 


407,881 


.0213 




.0202 


VX 


169,348 


228,525 


.0285 




.0236 


NN 


196,109 


837,844 


.0276 




.0227 


U 


116,621 


131,461 


.0299 




.0270 


NO 


178,202 


243,732 


.0486 




.0355 


NO 


19,768 


20,099 


.05iC 




.0508 


80 


86,152 


27,403 


.0593 




.0566 


HE 


45,826 


66,977 


.0285 




.0195 


KS 


72,383 


84,943 


.0366 




.0279 


OE 


26,735 


33,789 


.0122 




.0104 


w 


163,146 


172,347 


.0346 




.0326 


DC 


87,550 


40,741 


.0318 




.0294 


VA 


829,484 


281 ,009 


.0286 




.0834 


W 


67,852 


100,0^.2 


.01 DO 




.0144 


NC 


175,008 


891,576 


.0400 




.0268 


5C 


120,849 


166,816 


.0381 




.0246 


6A 


149,339 


246,643 


.U/ao 




f%MA^ 

.0447 


Ft 


830,770 


413,083 


.0546 




.0437 


KY 


133,300 


145,809 


.0423 




.0387 


TM 


179,854 


225,595 


.0329 




.0262 


AL 


134,162 


166,201 


.0444 




.0354 


NB 


89,767 


109,460 


.0726 




.0462 


AR 


109,149 


131 ,690 


.0333 




.0276 


U 
OK 


146,895 


192,246 


.0797 




.0616 


127,476 


176,574 


.0168 




.0136 


TX 


572,856 


747,356 


.0274 




.0210 


NT 


86,500 


48,889 


.0265 




.0197 


XO 


40,186 


41 ,907 


.0351 




.0336 


W 


16,411 


81,448 


.0201 




.0173 


00 


86,860 


141,147 


.0180 




.0132 


NN 
AR 


49,017 


60,586 


.0426 




.0413 


101,243 


136,848 


.0365 




.0263 


UT 


50,016 


86,248 


.0409 




.0300 




39,313 


45,840 


.0250 




.0214 
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EXHIBH III-4I2) 





t1) 


(2) 




Youth Epiploy«d 


Youth finployod 




In Loir-Vage 


In Lov-Woga 




IndustriM or 


Occupations or 




Untapl oyad 


UoMiployod 



«A 

OR 
CA 
AK 
NA 



1963 

Youth Labor Mirkat F^natratlon 
Ratat 



Youth Carts-t-(1] | Youth Carts -i- (2) 



141,856 
88,729 

860,707 
24,431 
50,046 



TOTAL 8,338,350 



167,275 
133,424 
1,104,694 
26,156 
44,593 

10,663,504 



.0487 
.0576 
.0256 
.0490 
.0123 

.0322 



.0413 
.0384 
.0201 
.0425 
.0139 

.0252 



J 

0 



1 



J 



I 



'I 
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EXHIBIT 111-5(1) 
E«ploy»ent and Training Ad«1n1 it rat Ion 
LCXMfAGE LA80R FORCE ESTimTES AND ASSOHATEO TJTC PENETRATION WTES FOR 1983 



111 


12] 

Adulta In tha 


(3) 

Adulta In tha 








BiployMnt 


Labor Forca 
fro« FaKillaa 
with Incowa 


Labor Forca 
froii FaRlUea 
with IncoRo 




1983 fianotrotlon Rataa 


In Uow- 


Laaa than 


Laaa than 








Vaga 

Stata Induatrlatf 


100X of 
RDvarty 


12SX of 
R)verty 


Cartatd) 


Cartaff42) 


Cartaf(3) 





l€ 


125,327 


48,180 


73,457 


•0197 


•0514 


•0337 




NH 


123,578 


26,730 


44,790 


•0072 


•0335 


•0200 




VT 


82,717 


26,793 


34,424 


•0225 


• 0527 


• 0410 




m 


883,127 


116,956 


188,220 


•0109 


•0615 


•0506 




RI 


121,854 


37,339 


48,515 


•0067 


.0219 


• 0169 


M 


CT 


430,231 


75,395 


110,397 


•0041 


•0236 


•0150 


M 


NY 


2,210,443 


905,156 


860,935 


•0122 


•0446 


•0318 


1 


HI 


960,730 


215,435 


309,391 


•0070 


•0312 


•0218 


M 
Ul 




1,374,869 


453,600 


591 ,681 


•0052 


•0158 


•0120 




OH 


1,250,918 


405,795 


557,555 


•0071 


•0220 


•0160 




IN 


569,051 


296,010 


397,780 


•0161 


.0309 


•0230 




IL 


1,219,133 


497,383 


603,965 


•0112 


.0319 


•0245 




HI 


982,356 


436,007 


531,153 


•0124 


.0200 


• 0230 




WI 


574,085 


157,396 


226,652 


•0143 


.0523 


•0363 




Ml 
IA 


560,005 


191,444 


271 ,504 


•0120 


• 0350 


•0247 




321,786 


193,372 


230,848 


•0137 


•0228 


•0191 




MO 


804,952 


279,194 


382,105 


•0174 


• 0300 


.0292 




ND 


80,931 


44,091 


54,760 


.0153 


•0281 


•0226 




SO 


77,173 


46,152 


83,999 


•0259 


•0432 


•0311 




HE 


192,882 


86,062 


127,157 


.0086 


• 0194 


•0131 




KS 


277,382 


126,913 


177,461 


.0178 


•0275 


.0197 




DE 


78,024 


19,900 


31,582 


•0065 


•0272 


.0102 




ND 


581,338 


97,211 


114,478 


•0135 


•0900 


•0605 




DC 


135,359 


39,983 


54,003 


•0134 


•0468 


•0337 




VA 


847,003 


219,759 


317,969 


.0127 


• 0378 


•0259 




WV 


163,182 


113,159 


150,152 


.0109 


•0157 


•0119 




NC 


573,571 


329,557 


437,239 


•0192 


• 0337 


•0252 




8C 


283,565 


179,201 


247,941 


•0195 


•0309 


•0223 




6A 


593,925 


313,267 


434,720 


•0231 


• 0437 


•0315 




FL 


1,442,640 


492,462 


719,329 


.0140 


•0432 


•0296 



12) (31 

Adults in the Adults in the 

Labor Forca Labor Force 

U, l7J^ with Ijjeo»e with Income 

iaoi Less than 

!!!!! "--tru. Zlrll 



S 2"'367 

«. 330 B» Hi'Jf 358.481 

W lSS'?S 352.176 

190,706 168,354 249,266 

^! SIS ^'''^ 

g 31516^2 fj;g; 1"',^ 

^ 1,837.161 759,3« ^^'"^ 



NT 



M 
M 
M 



1,047,540 



W 2'^ f^'S^J '°'708 

"V 54'l5i IVFrl W'B79 

00 4yig 2f'609 36,505 

" i15'?S 'SisSS 

W 218'lS 99'*79 

36,629 51,887 

S mIIm Jfl'^n' 227,384 

c::ia,d9U 176.800 ppi c4n 

S ^'^^''j?! ,jS;?:s 

HA 34,419 21,084 P7 QA7 

"* 158,439 381544 H'^^ 

TOTAL 27,296,577 10,304.999 14,185,745 
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EXHI8IT ni-5t2) 





1983 Penetration Ratee 


CertBr(l) 


Cart»f(2) 


Cart8i-f3} 


.0756 
.0145 
.0217 
.0325 


.0351 
.0326 
.0279 
•0368 


.0251 

.U 1 39 

.0203 
.0249 


.0210 
.0319 
.0098 
.0101 


.0319 
•0600 
.0182 
.0243 


.0213 
.0457 
□IIP 

• U 1 oc 

.0176 


.0142 
.0201 
.0106 
•0062 
.0163 
.0134 
.0164 
.0052 


•0290 
.0315 
•0202 
.0204 
.0226 
.0342 
.0369 
.0311 


•0183 
•0223 
.0158 
•0156 
.0176 
•0258 
.0260 
•0219 


.0187 
.0277 
.0033 
.0257 
.0051 


.0598 
.0468 
.0303 
.0664 
.0208 


.0399 
.0374 
.0221 
.0501 
.0166 


.0128 


.0338 


.0246 
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Again, considerable variation across the states can be 
observed. Using the counts of adults in the labor force with 
family income less than 100% poverty, the national penetration of 
TJTC certifications is about 3.4%. The range runs from 1.56% in 
Pennsylvania to 9.0% in Maryland. But as with the other penetra- 
tion rate measures, there appears to be no particular state char- 
acteristic that explains ti.e variance. The regional variation 
(using Census divisions) for the above discussed rate is quite 
small, ranging from 2.8% in the Rocky Mountain states to 5.1% in 
New England. These are reasonably close to the national level of 
3.38%.) 

( » 

I 

Notable in analyzing these data is the fact that certain 
states are consistently in the high or low ranges of the TJTC 
^ penetration distributions. For example, using all of the pene- 

I tration rates presented in Exhibits lll-l through 111-5 (a total 

' of 11 penetration rates) , Pennsylvania is among the lowest 5 

^ states a total of 9 times, Connecticut 6 times, Hawaii and 

Delaware 5 times, and Colorado 4 times. On the other hand, 
Vermont is among the highest ranking 5 states a total of 7 times, 
p Louisiana 6 times, Maryland 5 times. North Dakota 4 times, and 

Mississippi and Oregon 3 times. 



Observing these types of variation in the data bolsters our 
confidence that we will be able to identify covariation with 
employment rates under the assumption that TJTC, in fact, has an 
influence. But because penetratior rates are not unambiguously 
defined, we need to test whether the various concepts of the 
penetration rate are highly correlated with each other (in which 
case, we don't need to worry about which penetration rate mea- 
sures to use in our analyses) or not. The next section discusses 
these correlational analyses. 
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2. CORRELATIONAL ANALYSIS 



To test the degree of correlation among the various concepts 
and measures of penetration rates, we calculated the bivariate 
correlations among the eleven rates provided in Exhibit IIl-l 
through III -5 plus we used other combinations of nxmerators and 
denominators, such as youth, Vietnam-era veterans, and AFDC 
certifications over the 4 estimates of total low wage labor 
market. Because of the consistency aunong states discussed above, 
and more fundamentally, because the different ratios involve 
identical numerators or denominators, we expected quite high 
correlations, ^^eed the resultis bore out this expecta' ion. 

With only one exception, all of the bivariate correlations 
am-'ng the "target effectiveness"-type penetration rates in Ex- 
hibits III-l - III-3 were statistically significant at less than 
.01 (recall half of these involved using vouchers in the numera- 
tor and half involved using certifications) . Among the labor 
market-type penetration rates, the bivariate correlations were 
again quite high. The two variables in Exhibit III-4 correlated 
at .93 (p < .001) ard the 3 series in Exhibit III-5 all cor- 
related at levels that were significant at the .01 Jsvel. The 
only anomalies that showed up in the correlational analysis were 
a zero correlation between AFDC certs as a proportion of the 
total low-wage market and youth cet .s as a proportion of the 
total low-wage labor market. Those anomalies aside, the correla- 
tions indicated that our estimates would be robust using almost 
any of the penetration rate concepts. As a consequence in the 
next section presenting the results of the analysis, we use the 
following definitions; 

Y_PENlxt ■ youth target group target-effectiveness penetra- 
tion rate defined as youth vouchers in state k 
in year t divided by youth eligibles (estimated 
from the CPS) in state k in year t (National 
mean in 19S3 - .0971) . 
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V_PENl]5t ' Vietnam-era veterans target group target- 
effectiveness penetration rate defined as 
veterans vouchered in state k in year t divided 
by veteran eligibles (estimated from the CPS) 
in state k in year t (National mean in 1983 = 
•2014) 

AFDC target group target-effectiveness 
penetration rate defined as AFDC vouchers in 
state k in year t divided by AFDC eligibles 
(estimated form the CPS) in state k in year t 
(National mean in 1983 « .0826) 

low-wage labor market penetration rate of TJTr 
defined as total certifications divided by the 
total low-wage labor market defined as employment 
in low-wage industries (from BLS establishment 
data) in state k in year t (National mean in 
1983 « .0128) 
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L. 



f 



[ 



t 



I 



r 



^ A_PENl,Ct 

r 

L 

PEN2jct - 



III-19 



ERIC 



42 



^ 

. IV. RESULTS 



I 

! 



r 



43 



IV. RESULTS 



L 



This chapter provides a discussion of the econometric esti- 
mates of the employment displacement and/or creation effects of 
TJTC. Recall that three CPS data sets were used in the analyses: 
le the March 1979 CPS, the March 1980 CPS, and the March 1984 

CPS.® For all intents and purposes, TJTC was not in effect and 
could not have influenced the survey week or retrospective em- 
ployment data in the March 1979 file. TJTC was new and the 
number of certifications was of limited size by March 1980, so 
the data coll»?cted in that month should reflect only a limited 
. impact of the progreun. However, by March 1984, TJTC was well 
established and relatively sizable, so if TJTC had employment 
displacement or creation impacts, they should be captured in the 
model estimated from that data. 



[ 



ii 

f 



The presentation of results in this chapter is organized as 
follows: First the employment displacement estimates from the 
March 1984 data are given. The results are presented for the 
entire adult population between 10 and 35, ^ for that population 
disaggregated by sex and rac**, and finally for disadvantaged and 
nondisadvantaged youth. Next, estimates from the March 1980 CPS 
are presented. Thirdly, the displacement estimates from a fixed 
effects specification estimated from data merged from all three 
CPS files are given. 



^These particular data sets were chosen because the March 1984 
CPS was the most recent March CPS available at the time and the 
proposed methodology required earlier r's's to test for struc- 
tural changes over time. Furthermore, Christensen (1984) used 
the March 1983 CPS, so we did not want to duplicate her effort. 

^The age limit of 35 was arbitrarily set to limit sample sizes. 
The underlying (scrong) assumption is that any displacement or 
substitution that occurs does not affect individuals over the age 
of 35. 
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1. EMPLOYMENT LIKELIHOOD ESTIMATES FROM THE 1984 CURRENT 



POPULATION SURVEY 



By limiting the analysis to a single year, we are in effect, 
positing (3) above as our structural model in this section, i.e., 
allowing the TJTC impact coefficients to vary with time. We are 
further delimiting the analysis here to using probability of 
being employed as the dependent variable. A distinction is made 
between current year employment likelihood — the respondent 
indicated that she or he was working during the survey week (in 
March) — and retrospective employment likelihood. The latter is 
defined as 1 if the respondent reported working at least 1 week 
during the previous calendar year; 0 otherwise. 

(a) Results for Total Population Aged 18-35 

Exhibit lV-1 presents the coefficient estimates for the 
model estimated using a logit technique since the dependent 
variable is limited to 0 or 1. The sample is limited to all 
individuals between the ages of 18 and 35 inclusive and the 
effects of membership in the economically disadvantaged youth and 
the AFDC target groups could be identified. The estimated coef- 
ficients and standard errors are presented. A transformation of 
the coefficic its to the marginal impact on the probability of 
employment can be performed by luultiplying the coefficient by 
P(l-P), where P is the probability of being e^nployed (approxi- 
mated by the share of the population with the dependent variable 
equal to 1) . 

Among the TJTC related variables, the effect of being econo- 
mically disadvantaged was strongly negatively related to a proba- 
bility of employment as would be expected. Relative to the rest 
of the population, being economically disadvantaged in 1983 
implied about a 40 percentage point (-1.99 * .69 * .31) smaller 
likelihood of reporting being employed during the survey week in 
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EXNIBH IV-1 



Enployatnt tnil Trtlning Adalnlttrttlon 

COEFFICIENT ESHmTES FOR A MDOa OF THE IMmCT OF TJTC 
ON PROBABILITY OF EMPLOYMENT (1984) 
(Bttndird trrort In pirtnthtMt) 





Otptndtnt Vtrlablt 


VarUbla 


Currant bploywit (t^864) 


Last YMr't Biployunt (te:1883) 



I 



TJTC raiaf d vrUblaa 
EoonoalcftUy dlMdvtnttQ«d 
EoonoalMlly dlndvtntagad youth 
RM«1vid AFDC In 1883 
Youth torpot group Mabor 

Youth torgot group Boabor 

•Y^Portlfit 
AFDC • A. Hht 
AFDC • A. I%iil2t 
Portit 

EMgfblo ^Hf^i 
j^ropnil choroeto riotlea 
Blicko 

Othiri nofortiltoa 

FoMlif norMrrlidi no ehUdronb 

FoMlii noRMrrlidi ehlld b 

FoMlif Mrrlidf no ehlldi.nb 

FoMlOff Mrrlodf ehUdronb 

MolOi nonMrrlodi ehUdronb 

NolOi Mrriodi no ohUdronb 

Nolo, Mrrlodf ehUdronb 

Ug CInooM) 

6rodo 

Enrol lod our rent I y 
Control eltye 
NonSNBAe 

?oVcop1to°!lTK^ choroctorlotico 
Hr ooplto EB^4^ 
Unoaployaont roto^ 
Avo. afg. oogo 
EoployMnt grooth^ 

Soaplo 0I20 
Eap « 1 
K 



-1.88^ 

-.85 
-1.88f 

8.57 

-16.83 
1.85 
-^.00 

.54** 
-1.48 
18.82*** 



(.088) 
(.460) 
(.S88) 

(8.880) 



(82.010) 
(8.518 
(4.566 
(.848) 
(8.188] 
[7.230] 



-4.86+ 
-.38 
-1.07+ 

7.74 

-37.53 
-.87 
3.03 
-.08 
1.58 
81 .14*** 



.88+ 


[.083] 


.22+ 


-.34+ 


.044 


-.63+ 


-.65+ 


.067 


-.76+ 


.26+ 


.046 


-.08 


-.06 


.050 


-.11 


-.18+ 


.058 


.10 


-1.48+ 


.042 


-1.84+ 


-.28+ 


.054 


.12 


.81+ 


.081 


1.27+ 


.88+ 


.057 


1.52+ 


.88+ 


.017 


-.27+ 


.08+ 


.006 


.16+ 


-.85+ 


.030 


-.54+ 


-.01 


.033 


-.25+ 


-.00 


.033 


-.05 



-.008* 


(.004) 


-.005 


.00 


(.006) 


.WO* 


- .04+ 


(.012) 


-.08+ 


- .01 


(.013) 


.04** 


8.17+ 


(.008) 


.40 


86,645d 




88,1480 


25,804 


(^.6805) 


26,118 


.183 




.286 



(.144) 
(.585) 
(.871) 

(8.B35) 

(35.384) 
[e.B2S 
(6.417) 
(.352) 
(3.6371 

(11.868) 



.044) 
.056) 
.084) 
.064) 
.068) 
.086) 
.057) 
.072) 
.141) 
.108) 
.021) 
.007) 
.041) 
.044) 
.044) 



(.006) 
(.008) 
(.016) 
(.018) 
(1.083) 



(f^.812S) 



Notaat ■OalttMi group It shltH 

bOklttad group It nonMrrlod uloo alth no ehlldron 
ctalttod group It 8IGA, not oontrol city rooldonto 
tf Rondos ooapli of .80 
•ROMiOB Mpli of .70 

*o1gninoont ot lota thon .10 lovol 
**i1gnineont ot loot than .05 lovol 
***o1gnirieant ot looo thon .01 lovol 
♦olgnirieont ot looo thon .001 lovol 
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1984. As discussed in the methodology chapter, being a member 
of one of the target groups may affect the probability of 
employment over and above the effect of being economically 
disadvantaged. This might be thought of as an "eligibility 
effect". Employers may favor hiring an individual from one of 
the target groups on the basis that they would receive the 
credit. On the other hand, eligibility may stigmatize workers if 
employers have generally poor perceptions of them. The estimates 
in Exhibit IV-1 suggest that the latter is the case— eligibility 
because of AFDC recipiency and youth disadvantagedness is 
stigmatizing, although the latter is not statistically 
significant. 

The penetration rate main effects and interactions provide 
estimates of the vouchering and certification impacts on employ- 
ment likelihood. The eligibility-Penl interactions provide 
evidence of decreasing returns to vouchering as hypothesized, 
although the coefficients are not statistically significant. The 
coefficient on the vouchering penetration rate is positive and 
significant for the current employment outcome suggesting that 
vouchering does not cause displacement but rather enhances the 
probability of employment among the population. The certifica- 
tion penetration rate coefficients indicate significant increases 
in the likelihood of eligibles finding employment, while no 
statistically significant displacement or job creation for non- 
el igibles. 

If we accept the point estimates in Exhibit IV-1 and use 
equation (6) from chapter il to calculate total jobs created, we 
would derive an estimate of about 400,000 in 1984 and 200,000 in 
1983. A large share of those jobs would go to noneligibles, so 
that we estimate that between 20-50 percent of certifications are 
for individuals who would not otherwise be employed. 
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The coefficient estimates for the persona* characteristics 
are almost all highly statistically significant and are of the 
expected signs. Blacks and other minorities can be seen to have 
lower employment likelihoods than whites, holding other variables 
constant, by about 8-12 percentage points. Single females with- 
out children are about 5 percentage points more likely to be 

r employed during the survey week than single males but there is no 

statistically significant differences in their employment likeli- 
hood using the retrospective employment concept. Married males 

I (with or without children present) are about 20 percentage points 

more likely to be employed than single males. Married females 
with children have considerably lower probabilities of being 
employed than single males. 

Age and education are positively related to employment 
I likelihood as would be expected, current enrollment in school is 

1 negatively related to employment likelihood. Previous year's 

family income (logged) is positively related to survey week 
employment. Previous year's family income less the individual's 
earnings is negatively associated with retrospective employment 
I likelihood. 

Among the statewide employment characteristics, the unem- 
' ployment rate and employment growth rates have the expected signs 

and statistical significance. Interestingly, the previous year 
per capita administrative expenditure for the employment service 
(ES) had a positive influence on the retrospective employment 
likelihood. The per capita state allocation for JTPA was nega- 
tively related to employment likelihoods, although this was 
jp expected due to the allocation formulas for the Act. 

f 
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(b) Results by Race and Sex 



In this section of the report, wt. investigate whether TJTC 
has different impacts for males and females or different impacts 
by race. 10 In Exhibit IV-2, we present tna results of logit 
estimates of the probability of survey week employmtnt disaggre- 
gated by sex. That is, the dependent variable corresponus to the 
Ifeft hand column of Exhibit IV-1. As we compare the coefficients 
in Exhibit IV-2, it is clear that ^.here arc only a few gender 
differences in the structural model, which of course, buttresses 
our confidence in the Exhibit IV-1 estimates. 

Of most interest are the coefficients on the PENl and PEN2- 
eligibility interaction. For males, the PENl coefficient is 
small and statistically insignificant; however for females it is 
much larger and significant. On the other hand, the certifica- 
tion effect as represented by the target group membership-PEN2 
interaction, is larger for males than females. These differences 
suggest that the vouchering employment creation effect among 
noneligibiles occurs for females, while the employment enhance- 
ment that occurs for eligibles due to certification is stronger 
for males. 

The coefficients for personal characteristics are quite 
similar, although the effect of being married on employment 
likelihood is of opposite sign as would be expected. An unan- 
ticipated difference between males and females lies in the non- 
SMSA coefficients. Apparently, outside of SMSAs, males have more 



10a possible explanation for differential effects by gender is 
that employers who are knowledgeable about the program aiid who 
either stigmatize voucherees or who attempt to hire eligibles may 
assume low income females are eligible. 
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E)aiIBIT IV-2 



BiployMnt mnd Training Actelnlatratlon 

OOffFiaENT ESTIMIMES FOR A MODEL OF THE IMPACT 
OF TJTC ON CURRENT EMR.OYMENT LIKaiHOOD, BY SEX 
(Standard arrora In par«ntheMa) 
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Sex 


¥ar1«bla 


Mala 


FaMla 



EtJTC r«Laf d vaHabLaa 
eoonoaleally d1 •advantagad 
Eoonoailcally diaadvantasad youth 

r^e'd AFDC In 1083 
fouth tar0«t groyp aaabar 

# y - 



<^ 1884 
Youth tara^t group Mubar 



• x.nirti& 

IC • A^Ranl 



IFDC 

iFDC • A 
5JjJl984 

UIglBfa 



884 



884 



llglEla • 1^1^984 

noL choractariatlca 



g9lacko 

pOthar* nonohltao 
1 lonoorrladf ohlldranb 

Nirrlodt no chlldranb 

Narrl^df ehlldronb 

' jog (Ini 
Irado 

•snrollod currantly 
Control eltyc 
HonSICAc 

1 jtoto ooDiovont charoctarlatlea 

Plar COpltO JTPA^ggg 
POr OOpltO E8)gg3 

f Jnaoployoant rato^gg^ 
1 %va. afg. waga^gM 
^ployoant 8fw^nfg84 

I 9aopio aizo 

cop « 1 



-C-01 + 

-11 
-2.41^* 



(.155) 
(-708) 
i-871) 



.84 (13.20) 



-1.84 
-e.88 

1.82 
.23 

-.85 
83.86* 



(52.86) 
(18.76) 
(77.83) 
(.386) 
(3.432) 
(18.48) 



-1.87+ 

.02 
-1.48<^ 

2.85 

-13.55 
1.88 
-3.47 

.81** 
-2.48 
14.44* 



.324- 


.053) 


.46+ 


-.84+ 


.068) 


-.12* 


-.78+ 


.098) 


-.38+ 


-.31+ 


.058] 


-.33+ 


.80^ 


.082] 


-.45+ 


.83^ 


.061] 


-1.72+ 


.26-^ 


.025) 


.31+ 


.05+ 


.008) 


.10+ 


-.83+ 


.043) 


-.79+ 


-.08 


.052) 


.04 


-.16*« 


.052) 


.10** 


-.013* (.006) 


-.003 


.00 (.008] 


.00 


-.05*** (.018) 


-.04** 


-.03 ^021) 


-.00 


3.57*** (1.265J 


2.89*** 


17.838d 




ISfOOBd 


13|671 (f^.7752) 


11.833 


.184 




.168 



(.135) 
(.541) 
(.247) 

(7.845) 

(25.788) 
(2.801) 
(4.853) 
(.321) 
12.887) 
(7.82) 



(.044) 
(.080) 
(.080) 
(.054) 
(.083) 
(.052) 
(.022) 
(.008) 
(.041) 
(.043) 
(.042) 



(.008) 
1.007) 
(.C18) 
(.017) 
(1.041) 



(1^.8120) 



4otMi aOaltttd group \» ahltra 

bOaltsad group \» nonMrrladi «1th no ehlldran 
cOiUtid group la 8NU, not ointral city rtoltfonto 
dRwMlM napU of .80 

*o1gnirieMt at Ism than .10 Laval 
**o1gniriean*. at laaa than .05 laval 
^^•ilgnirioant at laao than .01 laval 
♦algnirioant at laaa than .001 laval 
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difficulty finding employment while females have a greater like- 
lihood of employment relative to their within SMSA, non-Central 
City counterparts t 

Among the state aggregate variables^ the only difference 
between males and females comes from the JTPA per capita alloca- 
tion. The overall negative relationship between this allocation 
and employment likelihood stems from males, while the effect is 
essentially zero for females. 

In Exhibit IV-3, we array the results from estimating the 
same model as reported in Exhibit IV-2, only using retrospective 
employment likelihood for the dependent variable. The logit 
estimation procedure would not converge for males , so the 
exhibit only presents the results for females. We can get a 
sense of how different coefficients would be for males, by com- 
paring the results in the exhibit to the right-hand column of 
Exhibit IV-1. If the coefficients are reasonably equal, then the 
male coefficient must approximate the coefficient for females, 
otherwise^ structural differences exist. Specifically, we were 
looking for further confirmation of a positive effect of PENl on 
females and Eligible*PEN2 on males and, by inference, we found 
these effects to be present. 

In addition to disaggregating the effects by sex, we also 
estimated the model separately for whites and nonwhites. The 
results of this disaggregation are presented in Exhibits Iv-4 and 
IV-5 for current and prior year employment, respectively. The 
coefficient estimates shown in these tables indicate very little 
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EXHIBIT IV-*a 



Eaploya^nt and Training Adalnlitratlon 

COEPFICIENfT ESTIMTES FOR A HODEL OF THE IMPACT 
OF TJTC W PREVIOUS YEAR EMPLOYMENT LIKaiHOODr FOR FEMALES 
[Standard arrora In paranthaaaa] 



Varlabla Faaala 
TJTD^ralatad vaHablM 

Econoalcally diaadvantagad -4.73-*- (.184] 

EconoalcaUy diaadvantagad youth *.99 (.805] 

l^c"d AFDC In 1883 -.89^^^ (.893] 
Youth targat group aaabar* 

r-.«H1,g«3 11.31 (18.304] 
Youth taroiv group aaabar* 

Y^PEHlSj^gg -41.48 (41-43) 

AFDC H FEW-gM -.70 (8.869] 

AFOC • tPElrta^gaa 3.01 (5.828] 

PEH1^9B3 .28 (.423] 

«N8-«g3 -2.43 (4.374] 



EMglbla ^PE^gga 16.30 (18.865] 
Rir«naL Charactarlatica 

Aga .22^ (.055 

Blacka -.41+ (.074 

Nonblacky nonvhltaa -.SI-** (.107 

Nonnarrladi chlldranb -.04 (.074 

Marrladf no chlldranb .21^ (.092 

Marrladf chlldranb -1.22^ (.068 

Ug (IncoBa]«gg3 -.28'*' (.087 

6rada .Ifri- (.010 

Enrol lad currantly -.43-*- (.051 

Cantral Cityc -.15^^^ (.054 

Non8«Ac -.01 (.052 

State WDlovwant charactarlatica 

Par capita JTPA|g|^ -«006 (.007] 

Par capita ESfgM .006 (.009] 

Unaaployaant ratiLg^ *.07'i' (.020) 

Avaraga afg. vaga^^jg .05^^ (.022) 

Eaployaant grovth^ggs 1.32 (1.801) 

Saapla al?* 18|668d 

Cap * ' 18.889 (1^.7367) 

R^ .846 

Notaat aOalttad group la vhltaa 

bOlilttad group la normrrladi vlth no children 
cOalttad group la SNBAp not cantral city raaldanta 
dRandOB aaapla of .70 

^algnlfleant at laaa than .10 laval 

^^algnlflcant at laaa than .05 laval 

^^Significant at laaa than .01 laval 
^algnlflcant at laaa than .001 laval 



EXHIBIT IV-4 

Biploywnt and Training Adilnlatratlon 

COffFICIENT ESTimTES FOR A MODEL OF THE IMWVCT OF TJTC 
ON CURRENT EHn.OYHENT LIKQ.IHOOO, BY RACE 
(Standard arrora In parantheBas) 





Raca 


Varlabla 


Norwhita 


Whita ' 



• r ♦ Y.Panl 
ra 



gC raftad varlablaa 
noBlcally dlaadvantagad 
EoonoalcaUy dlaadvantagad youth 
Racalvad AFDC In 1883 
Youth targat group 
Yout h^ta I 

AFDC • A'"f%nl 
AFDC ^ A r%ivl8 
Waul 
Pine 

Ellglblo ^ f%ne 
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Aga 

Faoalai nonMrrlodt no ohlldrona 
FoMlOi nonoorrladf ehlldrano 
FoBolOv Mrr1od» no ehlldrano 
FaoalOv Mrrlodt ohlldrona 
Naloi nonaMrr1ad» otilldrona 
Malay aorrladt no ohlldrona 
Mala, oarrlaUf ohlldrana 
Log (ZnooM) 
Grado 

Enrol lad ourrontly 
Control eltyb 
Non S»6Ab 

Stato aoDlQvoont choractor1at1c« 
Fir coplto JTn^gg3 
Par eoplto ESigM 
Unaoployaont rafa^gQ4 
Ava. Bfg. vago^BB4 
Goployoont grootn^gg4 

fiooplo alza 

Eop « 1 





(.816) 


-1.84+ 


.63 


(.768) 


-.16 


-1.S3+ 


(.481) 


-1.88+ 


£.31 


(11.128) 


4.16 


-13.36 


(35.484] 


-18.36 


3.76 


(7.661) 


1.31 


H3.34 


(88.803) 


-e.i2 


.58 


(.650) 


.78^* 


-1.81 


(5.882) 


-2.04 


13.88 


(12.350) 


82.04 



.64+ 


(.068) 


.38+ 


.17 


(.113) 


•27+ 


.15 


(.113) 




-.28 


(.202) 


-.22+ 


-.68+ 


(.114) 


-1.58+ 


-.22 


(.132) 


-.30+ 


.71^*« 


(.244) 


.80+ 


.71+ 


(.146) 


.82+ 


.38+ 


(.043) 


.27+ 


.11+ 


(.016) 


.07+ 


-.80+ 


(.077) 


-.85+ 


-.08 


(.082) 


.02 


.16 


(.108) 


-.01 



.014 
-.01 
-.08** 
-.09** 
-a.87* 

4,842c 
e,734 
.832 



(.009) 
(.015) 
(.038) 
(.038) 
(2.144) 



((^.5532) 



-.014 

.00 
-.03** 

.00 
4.58-^ 

31,703c 
22,570 
.180 



(.118) 
(.488) 
(.282) 
(7.946) 

(28.231) 
(3.202) 
(5.344) 
(.273) 
(2.421) 
(8.217) 



.038) 
.048) 
.058) 
.061) 
.045) 
.059) 
.086) 
.062) 
.018) 
.006) 
.033) 
.037) 
.034) 



(.005) 
(.008) 
(.013) 
(.015) 
(.878) 



J 



1 



i 



(F^.7118) 



oOoittad group 1o nonaiarrlod oolaai vlth no ohildran 
bOalttad group 1o 8l6At not oontral city raoldanta 
cRondoB aaopla of .80 

^olgnlflcant oi loaa than .10 loval 
**a1gn1f1cant at loaa than .05 loval 
***o1gn1f leant ot loaa than .01 lovol 
+a1gn1f1oant at loaa than .001 loval 
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EXHIBIT IV-5 



EiployMnt Md Training Adnlnl strati on 

COEFFICIENT ESTIMATES FOR A MDPa OF THE IMPACT OF TJTC 
ON mEVIOUS YEAR EMPLOYMENT LIKELIHOODf BY RACE 
(Standard arrora In paranthasaa] 
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Varlabla 


Nornrhlta 
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TJTC ralatad varlabLaa 
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Li 
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Non 8MBAb 
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Unwployiiant ratafgg4 
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Eaployaant grow 
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1884 



-6.74+ 
-4.75 
-.23 



-e.lk 
7.44 
.87 
-e.66 
10.86 



.012 
.01 
-.07 
-.03 
-2.71 

4,2970 
2,810 
.381 



(.389] 
(2.812] 
(.524] 
( ] 

( ] 

(5.572] 
(14.018] 
(.863] 
(8.834] 
(21.167] 



(.012] 
(.018] 
(.046] 
(.048] 
[2.738] 



[1^.6722] 



-4.81+ 


(.158] 


-.08 


(.634] 


-1 .33+ 


(.332] 


.58 


(10.172] 


-15.74 


[38.888] 


-1.28 


[3.805] 


3.30 


[8.108] 


.10 


[.383] 


1.33 


[4.135] 


37.27** 


[14.870] 



.29*« 


[.109] 


.20+ 


-.14 


.145] 


-.09 


-.09 


.148] 


-.13 


-.43 


.240] 


.12 


-.89+ 


.142] 


-1.42+ 


.05 


.151] 


.ie^ 


.84*» 


.356] 


1.31+ 


1.84+ 


.241] 


1.57+ 


-.28+ 


.048] 


-.28+ 


.18+ 


.021] 


.18+ 


-.90+ 


.066] 


-.46+ 


-.34^** 


.104] 


-.22+ 


-.07 


.136] 


-.03 



-.011 

.01 
-.09+ 

.06*« 
1.29 

27»851c 
23 V 209 
.273 



(.049] 

(.073 

(.079 

(.092 

[.083] 

(.064 

(.154 

(.122 

(.024 

(.006] 

(.045 

(.049 

(.046] 



[.007] 
[.009] 
[.018] 
[.020] 
[1.216] 



[r^.8333] 



atelttad group la nonaarrlad aalaav with no chlldran 
AOnlttad group la 8MBA9 not cantral city raaldanta 
cRandoa oaapla of .70 

d8A8 aat coafflolant to Infinity dua to BultloolUnaarlty 

^algnlflcant at laaa than .10 laval 

^^algnlfloant at laaa than .05 laval 

^^^algnlf leant at laaa than .01 laval 

4a1gn1f1cant at laaa than .001 laval 



ERLC 



54 



IV-ll 



structural differences between the two populations. The youth 
eligibility effect is positive for nonwhites and negative for 
whites for current employment but neither are statistically 
significant, otherwise, the TJTC-related variables have quite 
similar impacts. In particular, the PEN2 displacement impacts 
ere virtually identical for both groups for both employment 
concepts. 

Among t^'i personal characteri-.tic variables in the model, 
only residence outside an SMSA exhioits a markedly different 
effect across the two groups. Nonwhites in nonSMSA geographic 
areas have a 5 percentage point greater likelihood of b-sing 
employed during the survey week than nonwhites in SMSAs. Whites 
show no statistically significant d? :>.erences across SMSA 
categories, however. 

Per capita JTPA allocations seem to favorably affect non- 
whites and have a deleterious effect on whites. For the latter 
group, a doubling of the allocation would reduce employment 
likelihood by about 3 percentage points. 

(c) Youth Target Group Analyses 

In order to compare our results directly to those reported 
in Christensen (1984), we estimated the employment likelihood 
models separately for disadvantaged and nondisadvantaged youth. 
Exiiibits iv-6 and IV-7 present the results of these estimates. 
In general, the estimates for the personal and state-specific 
characteristics were quite comparable to those reported in 
Christensen (1984). The TJTc-' elated vai iables used in the 
estimates reported here were somewhat different, but the basic 
results are comparable. The CBO coefficient on a variable that 
is similar to PENY were as follows: 
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EXHIBIT IV-C 



Eaployatnt and Training Actelnlatratlon 

COEFFICIEHT ESTimiES FOR A MODEL OF THE 
IMPACT OF TJTC ON CURRENT EMPLOYMENT OF 
INDIVIDUAL 18-29 r BY DISADVANTAGED STABiS 
C Standard arro^a In paranthaaea] 



Diaadvantagad Statua 



Varlabla 



Diaadvantagad 



Nondlaadvantagad 



jTJTC ralatad varlabLaa 

EconoBlcally eilaadvantagad youth 
Youth targat group x Y_PEN1^gg4 

^^1984 
««1984 



.11 

-1.82 
H/A 
14.31 



1.365] 
(1.969] 
C~) 
(11.445] 



M/A 
N/A 
.12 
-.50 



(— ) 
(— ) 
(.256] 
(2.259] 



ParaonaL charactarlatica 

Aga 

Black 

Dt>.sf normhita 

FaaaLCf Unaarrladp Mo children 
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^ Faaalai Mrrladf Mo chlldran 
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Log (Incoaa] 

Grada 

Currently anrollad 
Central city 
NonSMBA 



-.30 


.342 


.55+ 


(.062) 


.04 


.194 


-.54+ 


(.046 


-1.55+ 


.374 


-.51 + 


(.071 
I 344 


-.31 


.224 


.81+ 


-1.27+ 


.209 


-.15*** 


(.046 


-.98* 


.507 


-.15*** 


(.056; 


-1.69+ 


.353 


-1.48+ 


(.044 


-.56 


.351 


-.25+ 


(.051 


.3D 


.456 


1.00+ 


(.086 


.54* 


.315 


.78+ 


(.064 


.31*** 


.107 


.24+ 


(.017 


.08+ 


.033 


.06+ 


(.006 


-.59+ 


.162 


-.83+ 


(.031 


-.64+ 


.196 


.00 


(.035 


-.49** 


.201; 


-.02 


(.034 



^ State-apeclflc verlebtea 

P*r eeplte JTPA^gaa 
Per ceplte ESigg4 
\ Uneaploynent retAigg^ 
. Averege afg. ■•gA|9B4 

1 EaployMnt grovth^gg^ 



-1.82+ 
.07*» 
.06 

-.15^ 
.41 



(.026] 
(.033] 
1.064] 
(.062] 
(4.711] 



-.004 
-.006 
-.05+ 
-.02» 
3.284- 



(.004) 
(.006) 
(.013) 
(.014) 
(.834) 



6eBple eize 
Gap « 1 



1889 
885 
.145 



(pF.1677) 



31,194 
21,616 
.136 



(pF.6830) 



r 



Noteet •Oaltted group 1e vhltee 

bteitted group 1e nonnerrled Mlee vlth no children 
cQiittad group 1e 6MBA, not central city reeldente 

^elgnlflcent et leee then .10 level 

^^elgnlflcent et leee then .05 level 

***e1gn1f1cent et leee then .01 level 

+e1gn1f1cant et leee then .001 level 
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EXHIBIT IV-7 



EaployMnt and Training Adalnlatrttlon 

OO^FICIEKT ESTimTES FOR A MODEL OF THE 
IMPACT OF TJTC ON PRIOR YEAR EMPLOYMENT OF 
IN0IVI0UAL8 ie-29, BY 0I6ADVANTA6H) STATUS 
(6ttnd«rd arrors In p*nr«ntheMa] 





DiMdvtnttgad Stttua 


Varlabla 


OlMdvtntagad 


NondlMdvantagad 



1 



TJTC flaf d vTlabLat 
EconoiilctUy diMdvtnttged youth 
Youth targot group x T-PENI^gg^ 

Paraonal eharacf rittlci 
Ago 
Block 

Othor nofwhlto 

FoBOlo, UnMrrlodt No chlldron 
FoBolOi Urmrrlodf Chlldron 
FonolOf Norrlodi No chlldron 
FoMOlOi Hirrlodi Chlldron 
NolOf Unaorrlodi Chlldron 
NolOf Nerrlod, No chlldron 
NolOf Hirrlodi Chlldron 
Log (IncoM) 
Brodo 

Currently onrollod 
Control city 
NonSMBA 

Stoto-ODOclfIc voriobloo 
Por coplto JTRI^gg3 
Por coplto ESigm 
UnonployMnt roto^ggs 
Avorogo ofg. vogo^ggs 
EaployMnt gro«thfgg3 



Boaplo oizo 

Eop B 1 



.3B 


(.488] 


N/A 


(— ) 


*1.0B 


18.4771 


N/A 


(— ) 


N/A 


( 1 


.03 


(.3231 


81.18^ 


(17.741 


3.44 


(3.875) 


-.B5« 


(.4501 


.53+ 


(.077) 


-.08 


(.2821 


-.85+ 


(.0541 


-C.21 + 


(.6211 


-.88+ 


(.0831 


-.05 


(.3181 


-.07 


(.0801 


-.99**« 


(.307) 


-.20*»* 


(.083) 


.87 


(.5311 


.02 


(.0781 


-.63 


(.4111 


-1.48+ 


(.055) 


.07 


(.4301 


.07 


(.0841 


1.13** 


(.571} 


1.38+ 


(.1511 


1.88+ 


(.3791 


1.80+ 


(.134) 


.75+ 


(.1381 


-.18+ 


(.020) 


.08 


(.0441 


.15+ 


(.008) 


-.39+ 


(.2191 


-.58+ 


(.0401 


-1.07+ 


(.2001 


-.27+ 


(.0431 


-1.79+ 


(.3151 


-.01 


(.044] 



-.192+ 
.07* 
.12 

-.20* 
-8.73 



1888 
170 
.284 



(.037) 
(.041) 
(.095) 
(.116) 
(8.2511 



(Fb.1001] 



.008 
.01 
-.11+ 
.04** 
.18 



31|184 
21i331 
.188 



(.006) 
(.008) 
(.0^15) 
(.018) 
(1.098) 



(Ffe.8441) 



a 



Notoos oOalttod group 1o vhltoo 

bOnlttod group 1o nonnorrlod ooloo with no chlldron 
cOolttod group 1o BMBAi not control city rwoldonto 

^olgnlf leant ot looo thon .10 lovol 
^^olgnlflcont ot looo thon .05 lovol 
***o1gn1f leant ot looo thon .01 lovol 
+0lgn1f1eant ot looo thon .001 lovol 
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IV-14 



Disadvantaged Nondlsadvantaged 
Youth Youth 

Current employment (1983) 1.92** .39 

Prior year employment (1982) -1.04 -.50 



The only significant coefficient was for the current employment 
likelihood of disadvantaged youth. The sign of the coefficient 
suggests that vouchering increases the employment likelihood of 
disadvantaged youth, while the magnitude of the effects suggests 
that virtually 100% of certifications create employment among 
disadvantaged youth. The fact that the coefficients for nondls- 
advantaged youth are not significant implies that no displacement 
is occurring. 

In the present study, we use the coefficient on PEN2 to 
gauge displacement. The coefficient estimates in the two ex- 
hibits are as follows: 

Di s advu nt aged Nond i s advantaged 

Youth Youth 

Current Employment 

(1984) 14.31 -.50 

Prior Year Employment 

(1983) 81.18+ 3.44 

The scale of these estimates is larger than those in the CBO 
study because a certification penetration rate is used. Here, 
the significant coefficient pertains to prior year employment for 
the disadvantaged youth, although the coefficient for current 
employment for disadvantaged youth is nearly significant (p«.21). 
The magnitude of the prior year employment impact for disadvan- 
taged youth translates to job creation on the order of 120-150 
thousand jobs which is approximately equivalent to 50 percent of 
youth certifications. The small coefficients on nondlsadvantaged 
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youth suggest virtually no displacement of nondisadvantaged 
youth. 

2« DISPIACEMENT ESTIMATES FROM THE 1980 CURRENT POPULATION 
SURVEY 

As stated above, the basic assumption beneath use of the 
model given in equation (3) rather than equation (2) was that the 
coefficients would vary by year. A test of that assumption was 
performed by estimating the same ecpiations as those reported in 
the preceding section only using the March 1980 CPS, Exhibil" IV- 
8 provides estimates over the entire adult population ages 18 to 
35 for survey week employment likelihood. 

A comparison of the coefficients for the TJTC-related varia- 
bles between Exhibits IV-1 and IV-8 shows great similarity in 
program effects between 1984 and 1980, The only siibstantial 
differences arise in the coefficients on youth eligibility and 
PEN2. The youth eligibility coefficient is positive and signifi- 
cant in Exhibit IV-8 while it is negative but not significant in 
the estimates from the 1984 CPS. The coefficient on the PEN2 
variable is positive for current employment in Exhibit IV-8 and 
negative in Exhibit IV-1, although not significant in either 
case. The change in signs for the youth eligibility variable may 
be explainable by the fact that all cooperative education 
participants vere eligible in 1980, but by 1984, only 
economically disadvantaged youth were eligible. 

In order to observe whether the employment generation im- 
plied by the coefficients on PEN2 and Eligible*PEN2 for current 
employment was ecjuitably distributed among race/ sex groups, we 
disaggregated the results shown in Exhibit IV*8 by race and by 
sex. These results are provided in Exhibits IV-9 and IV-10. In 
Exhibit IV-9, it can be obscx.ved that the employment generation 
estimates for the current year employment concept are larger for 
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EXHIBIT IV-e 

EaployMnt and Training AdnlnUtratlon 

OOB^FICIENT E8TimTE8 FOR A HDOa OF THE IMRUCT 
OF TJTC ON PROBABILITY OF CURFSNT EMPLOYMENT {1980} 
f Standard arrora In paranthaaaal 



Varlabla 



i 



Coaffi clant 



TJTC raiatad varlablaa 
EconOMloally d1 aadvantagad 
Econoaleally diaadvanuotd youth 
Ranalvad AFOC In 1878 
Yaiith taroat group aaabar 

• Y^renSt 

AFDC 7 A PEillt 
AFOC ^JmK 

PEMIt 
PENS 

EUgfbla ^ PEIC^ 

Biraanal charactarlatica 
Aga 
Blacka 

Othar nofwhltaa 

Fa»ala» nomarrladv no ehlldrar^ 
Fattalat nomarrladv ohildrani) 
Faaalai Mrrladp no ctilldrani) 
Faaalat Mrrladp etilldraWb 
Nalat nomarrladv ehlldranb 
Nalat Mrrladv no chlldrafib 
Malat aarrladi ehlldranb 
Ug (IncoM) 
Brada 

Enrol lad ourrantly 
Cantral oltyc 
NonBlCAc 

B^^ta awDlovant chapactar1aHe« 
Par oapiu CETAfg7A 
Par oapiu E8,g4g 
UntfiployBant rata|g7g 
Avg» Bfg* vaga^ 
EoployMnt groath^ 

Baapla al2a 

Eapii 

ne 



-C.12* 
.BO^^ 

-1,39+ 

-.13 
ai.BB 
-627 .44^^ 
.05^^ 
4.32 
8B.62^ 



f.IBB] 
f.239] 
f.183] 

f.800] 
f1.4BB] 
(318.78] 
f.018] 
fd.63B] 
f 17.085) 





[•031] 


-.31+ 


.043 


-.35 


.088 


.05 


.046 


-.16*^^ 


.048 


-.37+ 


.053 


-1.7B+ 


.041 


-.28+ 


.051 


•88*^ 


.074 


.82+ 


.058 


.28^ 


.017 


.07+ 


.005 


-.85+ 


.02'. J 


-.02 


.0b2 


-.OB* 


.031 



-.004 
.01 

-,07+ 
.00 
.79 



f.003] 
f.013] 
f.011] 
C.002] 
C.887] 



41,307d 

28.738 Cr^.8867] 
•168 



Notaai 



aOtalttad group la vhltaa 

bOftUtad group la nofawrrlad aalaa vlth no ohildran 
cQtolttad group la 6MBA| not cantral city raaldanta 
dRandOB aaapla of .80 

^algnlfloant at laaa than .10 laval 
**a1gn1f1oant at laaa than .05 laval 
***a1gn1f1oant at laaa than .01 laval 
♦algnlfloant at laaa than .001 laval 
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EWIBIT IV-9 



Bnploynent and Training Administration 

COEFFICIENT ESTIMftTES PDR A MDOa OF THE IMR^CT 
OF TJTC ON CURRENT EMPLOYMENT LIKELIHOOD (1980], BY SEX 
(Standard arrora In paranthaaaa) 







Saj 






Varlabla 


Mala 


Faaala 



TJTO-rjlatad varlabLaa 

Eoonoailcally diaadvantagad 
EconOMlcally diaadvantagad youth 
Rac'd AFDC In 1879 
Youth targat group aa 

•Y.PENI^ 
Youth targat, group 

•Y-PENI^Z 
AFDC ^A PENi! 
AFDC ^A PEN J 
PEN!^ 

EUglbla ^ KfC^ 

Paraonal charactarl atlca 
Aga 
BlacM 

Otiiar nomhltao 
Nonaarrlad* alth chlldranb 
Narrladt no chlldranb 
Mbrr1ad» chUdranb 
Log (IncQoa] In 1979 
Grada cooplatad|^4i 
Currant ly anroliad 
Contral eltyc 
NonSNSAc 

Stata a»olov»ant charactarlatica 
Rar capita CETA^g^g 
Rar capita ESfgyg 
Unaoployoant ratOfggQ 
Ava, ofg. ■•gafgag 
Eaployaont groatn^ggQ 

Saaipla alia 

Eap * 1 



-fi.35+ (.213) 

.e7** (.474) 

-1.43** (.6B7) 

.88 (1.877) 



H.19 
-48.32 



(1-414) 

(55.890) 



812.25 (1045.771) 



.04 
1.12 
12.65 



(.032) 
(6.026) 
(48.502) 



-.003 

-.03 

-.10^* 

.00 
2.51 



(.005) 
(.021) 
(.018) 
(.002) 
(1.140) 



-1.99+ 
.38 
-1.35+ 

.38 

-.13 
28.53^ 
-811.96** 
.05** 
5.47 
25.1? 



(.154] 
(.282) 
(.207) 

(.573) 

(.183) 
117.282) 
(338.722) 
(.024) 
(4.572) 
(18.326) 



.21+ 


(.053) 


.•8+ 


(.040) 


-.52+ 


(.087) 


-.17*** 


(.055) 


-.58+ 


(.105) 


-.20** 


(.085) 


-.28+ 


(.055) 


-.20+ 


(.051) 


.87+ 


(.075) 


-.40+ 


(.057) 


.83+ 


(.061) 


H.78+ 


(.048) 


.23+ 


(.027) 


.30+ 


(.022) 


.05+ 


(.008) 


.08+ 


(.007) 


H.01+ 


(.042) 


-.73+ 


(.037) 


-.07 


(.052) 


.01 


(.041) 


-.08 


(.052) 


-.05 


(.038) 



.003 

.04** 

.U5+ 

.00* 

.30 



(.004) 
(.016) 
(.014) 
(.002) 
(.064) 



19,781d 

15,947 (Pe.e062) 
.178 



21 ,526d 

12,781 (f^.5942) 
.137 



Notaat aOaittad group la ahltaa 

bOalttad group la norwarrlad aalaa alth no chlldran 
cCknIttad group la 8»CA, not central city raaldanta 
dRandoa aaapla of .80 

^algniricant at laaa than .10 lavel 
^^algniriccnt at laaa than .05 leval 
*^^-s1gniricant at laaa than .01 laval 
+a1gniricant at laaa than .001 laval 
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EXHIBH IV-10 

Eaployatnt and Training Actalnlttrttlon 

COEFFICIENT ESTimTES FOR A NDDB. OF THE INP\CT 
OF TJTC ON OiRRENT E»tftOYMENT LIKELIHOOD (1980), BY RACE 
(Standard arrorfr In paranthawal 





Raca 


^VaHabla 


NomhlUt 


VhltM 



TJTO-ralaUd vrHblai 
EoomxilcaUy dlaadvantagad 
EooMMleaUy dlaadvanUgad youth 

^ Ric'd AFOC In 1978 

Youth tSfQat group Msbor 

Ybuth torgot droup MBbor 

• ^^^880 
AFOC • A_reil-9« 
AFDC • A.F€N2J25 

^{^880 

El5lR • PE«,gBO 

Piroonol choroctorlitico 
Ago 

FooolOf nomorrlodi no chlldrono 
FooolOf noMorrlodi chlldronO 
FoaolOf Mrrlodf no chlldrono 
FooolOf Mrrlodf ohildron* 
NilOff noMorrlodt ohlldron* 
NilOf Mrrlodf no ehlldrono 
Nilo» Mrrlodf chlldrono 
Log (IncoM) 
Orodo 

Enrollod Currently 
Control Cityb 
Hon SNBAb 

8tote McloYMnt choro ctorlatlcs 
Por coplto CETA^grg 
Rir coplto tS|g7g 
UnMployMnt roto^ggg 
Avo. Bfg. oogo^ogo 
^ fioployMnt grooth^fggo 

SMplo oizo 

fiOfFl 

I? 



-C.40+ 


1.025) 


-2.02+ 


(.148) 


.88»» 


(.439] 


.55» 


(.284) 


-i.38* 


(.352) 


-i.30* 


(.234) 


.35 


(.767) 


.05 


(.733) 


-.12 


(.240) 


-.15 


(.299) 


29.17 


(29.499) 


8.46 


(20.813) 


-644.58 


[574.225) 


-517.01 


(397.13i>] 


.09»» 


(.047) 


.03 


(.022) 


17.99* 


(9.427) 


3.85 


(4.017) 


33.B9 


(28.080) 


29.05 


(23.237) 



.48+ 


(.085) 


.35+ 


(.034) 


.00 


(.114) 


.05 


(.048) 


-.15 


(.108) 


-.13*» 


(.054) 


-.70+ 


(.164) 


-.38+ 


(.056) 


93* 


(.111) 


-i.B7+ 


(.oa) 


-.21 


(.128) 


-.28+ 


(.057) 


.82+ 


(.226) 


.84+ 


(.079) 


.89+ 


(.147) 


.91 + 


(.081) 


.37v 


(.044) 


.28+ 


(.019) 


.11-^ 


(.015) 


.06+ 


(.006) 


-.76+ 


(.072) 


-.87+ 


(.030) 


.07 


(.082) 


-.02 


(.035) 


-.07 


(.100) 


-.05 


(.032) 



.011 
-.04 
-.01 

.00 
7.38+ 



(.007) 
(.042) 
(.033) 
(.005) 
(1.092) 



-.008** 

.01 
-.07+ 

.00 
-.41 



(.004) 
(.015) 
(.012) 
(.002) 
(.742) 



B,e78c 

3,093 (1^.5859) 
.203 



36,028c 

25,645 (Pb.7118) 
.185 



•Ohlttad group la nomarrlad bsIm m^th no chlldran. 
Wnlttad group la 8>6A, not oantral city raaldanta. 
cftandM wpla of .70 



*>1gniricant at laaa than .10 laval 
**a1gnirieant at laaa than .05 laval 
***a1gPirieant at laaa than .01 laval 
+a1gniricant at laas than .001 laval 
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females than for males. As was the case in earlier exhibits, the 
signs of the coefficients on PEN2 are positive, but the coeffi- 
cients are not significant. Two major differences between the 
sexes in the results shown in Exhibit IV-9 are in the coeffi- 
cients on the welfare eligibility-welfare penetration rate inter- 
actions and on youth eligibility. The results for females for 
the welfare eligibility-penetration rate interactions fit well 
the expected quadratic relationship indicating decreasing returns 
to additional vouchers. However for males, the signs are pre- 
cisely reverse of what was expected. The positive youth eligi- 
bility effect was much stronger for males than females. Other 
differences in the coefficient estimates can be observed for the 
per capita Employment Service variable (positive for females; 
negative for males) and the ©nployment growth rate (large posi- 
tive for males, essentially zero for females.) 

In Exhibit IV-10, we observe that the coefficient on PEN2 
for nonwhites is positive and significant, while it is positive 
but not significant for whites. This suggests that nonw^-ites 
exhibit greater employment impacts than whites. Among the state 
employment characteristic variables, it can be seen that per 
capita CETA tended to reduce the employment likelihood of whites 
among the target groups, as did the state unemployment rate. On 
the other hand, the annual average employment growth seemed to 
have a bigger effect on nonwhites. 

The similarity of coefficients on the TJTC-related variables 
between the estimates from the 1980 data and the 1984 data des- 
pite major changes in program administration suggest that the 
model initially discussed in Chapter 2 which calls for pooling 
the 3 years of data may be appropriate. We turn to the econo- 
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3. DISPIACEMENT ESTIMATES USING POOLED CROSS-SECTIONAL DATA 



( 



The final set of estimates calculated to examine whether 
displacement occurs as a result of TJTC relies on the model 
specified in equation (2) in chapter II. That is, data from the 
1979, 1980, and 1984 CPS files were merged and the coefficients 
on the TJTC-related variables were assumed to be constant over 



time. 



Two estimation strategies were followed. The first cor- 
responded closely to the models reported in all of the exhibits 
previously discussed— that is logit estimation was used. Use of 
the combined 3-year sample of about 150,000 adults, aged 18-35, 
and use of 50 state dummies could not be accomplished with our 
Logit software/hardware configuration, so the first strategy was 
to estimate the logit without the state dummies (but with time 
dummies) over a random 25 percent siibsample. Exhibit rv'-ll 
provides those results. The dependent varizUdle is current year 
employment likelihood. As the exhibit indicates, the coefficient 
on PEN2 and Eligible*PEN2 are very small relative to their 
standard errors. The main effect for PENl was positive and 
significant, however. This suggests that vouchering has an 
employment creation benefit. The eligibility effects, however, 
corresponded to the pattern discussed previously in which being a 
disadvantaged youth had a positive impact on employment likeli- 
hood, while being eligible because of receiving AFDC was 
stigmatizing. 



The second strategy was to use OLS to estimate the model of 
employment likelihood using a random .80 sample. In Exhibit IV- 
12, we provide those estimates. The left hand column in the 
Exhibit provides the coefficient sstimates for the model without 
any of the state dummy variables, while the right hand column has 
estimated for the full model. In the former case, the coeffi- 
cients on PEN2 and Eligible*P£N2 are positive, while somewhat 
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EXHIBIT IV-11 

EiployMnt tnd Training Adslnlatratlon 

COEFFICIENT ESTimTES FOR A MDOa OF THE IMRfkCT OF TJTC 
ON PRCBABILITY OF CURRENT EMaOYMEi^T USING 
POOLED DATI RCM 1879, 1980, AtO 19B4 
(Standard arrora In paranthaaaa] 



Varlftbla 



Coafflclant 



TJTC ralatad varlabLaa 
EconoBlcally dlMdvantag^tl 
EooniMilcaUy diMdvantagad youth 
Racalvad AFDC^ 
Youth targat group aaabar 

Youth targat group aaabar 

• Y PENl2t 
AR)C ^ FENf. 
AFDC •A'^PENIZ^ 
PENIt 
PEIG 

El1g?bla PENB^ 

fiaraonal charactarlatica 

Aga 

Black* 

Othar, nomhltao 

Faaalat normrrlad, r« ohlldranb 

FaBala, noimrrladi chlldranb 

Faaalat narrladp no chlldranb 

Faaalai aarrladt chlldranb 

Nolai uiMrrladi chlldranb 

Malap Mrrladf no chlldranb 

MaUi aarrlad, chlldranb 

Log hnooaa) 

Srada 

Enrollad currently 
Central cityc 
NonSICAc 



-8.05+ 
-84* 
-1.81* 

-.45 

-.09 
.49 
.14 

.10* 
1.69 
8.33 



C-117) 
(.190) 
(.106] 

(-779) 

(.398) 
(8.535) 
(5.436) 

(.030) 
(1.848) 
(6.530) 



.3»*- 


(.034) 


-.27* 


(.045) 


-.38+ 


(.073) 


.10»» 


(.047) 


-.18+ 


(.051) 


-.89+ 


(.057) 


-1.65+ 


(.044) 


-.32+ 


(.056) 


.88+ 


(.081) 


.93+ 


(.060) 


.88+ 


(.018) 


.07+ 


(.006) 


-.82+ 


(.030) 


.03 


(.033) 


.02 


(.032) 



Stata fplovant characf H^tlCf 

P*r capita JTm^ -.003 (.004) 

P*r oaplta EB|^ -.01^ (.007) 

Unaaployaant raia^ -.07* (.010) 

Avaraga aanufacturlng vaga^ -.00 (.001) 

bployaant groath^ 2.03+ (.004) 



pla alza 85.166d 
EaployMnt * 1 84,441 (p « .Bg4e) 

* .186 



Notaai aOmttad group la vhltaa 

bOtolttad group la nomarrlad aalaa vlth no children 
otelttad group la 8NBA. not oantral city roaldanta 
tfRandOM aaapla of .85 

^algnlfloant at laaa than .10 loval 
^algnlfloant at loaa than .05 leval 
^^^algnlf leant at leaa than .01 level 
•falgnlf leant et leaa then .001 level 
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EXHIBIT IV-12 



Eaploywrit •ntf Training AdBlnlttratlon 

0U8 OOEFFICIBTT ESTimTES FOR A MDDB. OF THE IMWCT OF TJTC 
ON PROBABILrTY OF CURRENT EMH.OYMENT USING POOLED DATA 
(Standtrtf arrors In paranthaMt] 



VarlibU 



NBtfal 1 
(No stata varlablaa] 



M)tfal 2 
(Stata tfiMlaa] 



LTJTC ralatad varliblaa 
Eoonoslcally dfaadvantagad 
EoonoBcfally d1 aatfvantagad youth 
Racafvad AFDC^ 
Vbuth tarpat group BMbar^ 
r • y.PENl 
Youth targat group BMrtiar 

AFDC^ PENl^ 
AFOC ^ X PENf2^ 

I «Nlt 

I ™J 

' Ellgfbla • PEN2^ 
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inexplicably, the impact becomes negative and significant for the 
full model. The eligibility effects are again positive for youth 
and negative for the AFDC target group, while the vouchering 
effect indicated by the coefficients on the eligibility-PENl 
interaction terms are essentially zero. 

In the next chapter of the report, we attempt to synthesize 
all the results to arrive at a conclusion about employment dis- 
placement by TJTC. 
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V. CONCLUSIONS AND IMPLICATIONS 



The estimates presented in the exhibits in the previous 
chapter can be used to draw conclusions about the effects of TJTC 
on the likelihood of employment of target group and noneligible 
^ individuals, it should be emptasized that models were estimated 

with alternative data sources that contain completely different 
caos and pertain to different years. Because the TJTC program 
evolved over the years after its inception in 1978, the data 
sources used here should capture alternative impacts in employ- 
ment likelihood. 



Two alternative models were estimated—one that assumed that 
I the impacts of TJTC were basically stable over time and which 

^ controlled for ti^e and state variation through a fixed effects 

, methodology and one that assumed that the impacts of TJTC changed 

1 over time. The empirical results seem to support the assumption 

of stable impacts over time, at least for the ta^-jet groups 
analyzed hTe — disadvantaged youth and welfar*.^ recipients. 

r As presented in chapter II, there were thret main focuses of 

{ 



i 



the analyses. First, we tested hypotheses about the signs of tha 
coefficients in the two models, second, by assuming that the 
point estimates were valid, we calculated the impact of TJTC 
vouchering and certification on an individual's probability of 
employment. W'? entitled this calculation the program effect . 
Fir ally, we argued that the model estimates can be 'ased to 
calculatft net jcb creation (or loss) in the entire population. 

In Exhibit V-1, we present the results of the hypotheses 
tests. The first set of tests examine the effect of eligibility 
for TJTC and our hypothesis was of indeterminate sign because 
employer stigma may cause decreased likelihoods of employment, 
or the tax credit may cause employers to attempt to Mre 
individuals for target groups. A consistent result is that the 
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BiployiMnt and Training Ada 1n1 at rati on 
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welfare eligibility effect is negative— it is negative and 
statistically significant in every row of Exhibit V-1. The 
disadvantaged youth eligibility effect is less clear. It is 
positive and significant for 1380 and for the pooled data, but 
from the 1984 CPS, the sign is unstable and not significant. 
These results suggest that eligible youth were helped by 
eligibility during the program's initial years, but this 
advantage has vanished. These effects are consistent with the 
eligibility study is the Short-run Impacts Report. 

The next two hypotheses shown in the exhibit pertain to 
vouchering. our hypotheses were that the vouchering effects on 
eligibles would net out to be positive but would have a negative 
quadratic tern indicating decreasing returns to vouchering. This 
was indeed the typical case, but the coefficients generally did 
not attain statistical significance. The displacement effect of 
vouchering, represented by ag in our models, was generally 
positive, implying employment stimulation. 

The ay coefficient represented the impact of certification 
on target group members and our expectation was that this would 
be positive since, in f«ict, certification implies employment. 
The results strongly substantiated the expected positive impact 
for the TJTC eligible population. The displacement effect of 
certification on the general population did not have a consistent 
sign nor significance. 

The program effects and estimates of overall employment 
generation are shown in Exhibit V-2. It can be seen in that 
exhibit that among eligibles , TJTC had a fairly sizable positive 
impact on employment likelihoods. The increases were on the 
order of 10 percentage points. The program effect for 
noneligibles was positive (but small) in nost cases, implying no 
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Exhibit V-2 
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net displacement of noneligibles by eligibles. The overall job 
creation escinates were typically on the order of 200,000 - 
300,000 additional persons employed. Most of the additional 
employment accrued to noneligibles, however. 

In summary, the analyses here, which could be said to re- 
flect a full, general equilibrium impact evaluation of TJTC 
presents considerable evidence suggesting (l) no displacement of 
noneligibles by certified workers and (2) small positive levels 
of net job creation, although this result is tenuous and, in 
magnitude, represents a minority of total overall certifications. 
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